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POST MORTEM ON
"IRENDS IN THE SOVIET PCONOMY (1950-63)"

1. Introduction

This memorandum 18 intended primarily ss en elsboration 8nd
fuller explanation of the main' ideas that were eontained in NIE 11.5-63,
Soviet Economic Problems %mrchl963,andinmn'contributionto

8 KIE, publ 8 GIA/RR ER 63-2, Trends in the Saviet B .
1950-63, February 1963. Time hes passed and nev information bas
appesred. Henceé the memor “a.lsoreﬂec‘betcsanedegreethem—
agsesement of the Soviet econcmy as of mid-1963 that was mumarized
mmmxmmamofsm 1963, Soviet Policies and Problems
mt&ﬁeﬁwmmmm‘b&m '

2. Recent Stminan maurm and pdfficulty of Allocation Decision

Amiefzmmdmas-aammmmtsmmofm
combined with growing commitments in defense, space, and investment
progrems has resulted in 8 state of "styain” in the Soviet econumy and
that in the vords of the ERf "This suggests that some very difficuit
allocation choicez havée yet to be made or are being made now, Cholees
must be made on the one hand between current conswrption, investment,
amweme(mmmgmce)m&mtheemmmmmveswm
inconamer gectors and investh ""tinbasic infustry.” (p. 51)

; The difficulty refarve toisnot&xed:mnicpmblmofthe
allocation of scarce résources in & "tant ecéomomy”, but rether the
political problems arising from frustrated hwpes and unfulfilied
promises. mmmmmwumammmmfmmi@
as other political lesdern in postponing axbitions and rer

promises, meama&avhiehmcmpetmgﬂthdefenseandspaeevem
described in ER 63-8, da followss

(a) Demand for rapid economic growth: “Rapid economlc grawth
ained at catching \m‘n‘i‘bh the US 18 & fundamental long-run Soviet :
- V“»pvﬂl be reluctant to sesrifice to en in-

p for very lens_e" {p. 3)

_ (v) Dmdferh&t‘aa' amlyofconswgoods: "'memset
people are chafing increasingly under the ingbility of their goverment
to provide better quality faad, decent housing, and more consumer
durables. (p. 3)
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Ihegoa.loi'eatehmgupwiththeusmalong,estahliﬂhed-
commmist goal. It has not dtminished with time. on the centirary,
,ithasflmn‘iahedandlnsﬁahenonmbody&ndpreclﬂionasﬂle@ap’
between Soviet and US output has apparently been narrowed. Stalin

Only if we surpags tbe-pri-nci;_nl capitalist countries
em@emymwmmtmmcambehgmnyw

and not Just & littls time, wamemmm%m
- capitalist comtrdep. : a

mlmahchev,enthecmary,mthpmcmedamtethemlof
catching up. In 1957 he said;

Comredesn, the estimates of our atalf ghow that -
tmamﬁtmhym‘m_ﬂmmlsmmtmw@@@

In 1961, louder aud olesrer:

-1 em agked, "Mr. Kbrushehev, what do yon thisk? In what
year will you catoh wp with Americat® - = - ¥y veply 183 “you
mmmmmwmmmxmbylgmﬂ : _

the USA econcmically, ths USSR st eventuxlly supplant us &5 the
World's firat industrial power. " :




3. Effect of Defense on Growth

The slowdown in growth continued into 1962 end, so far as we can
Judge from econamic intelligence information, continues in 1963. GHP,
for example, grew 3 percent in 1962, compared to en average of 5.5 yer-
cent from 1959 to 1961 and an average of 7 percent from 1955 to 1959.
In the slowdown was attributed to (1) the defenme bulldyp in
1958-62 arter a lull in 1955-57, (2) the shortened work veek, and
(3) less favorsble weather and & slowing down in the rate of increase
of resources in agriculture. The experience of 1962 underlines the
importance of (%) and (3) since the effect of the short work week was
largely over by 1961. In 1962, total manhours vorked in industyy rose
3 percent after staying constant during 1958-61.

mijumtathemlysis, nazely, that inveatment 444 not
811 significantly _;.&gpermgecfmwhbenbgmnmbya
Guote from Bergson's Challence srtlcle, T

t & rupid pace to begln with. As ve Gax, the
eployment of labor Has only been modest®,

for thves years; thix Tggtar could not bve aloved up the growth of
capital stock much k. . fhe quantitative messwes, therefore, da
not fully explain the Slowdown in growth of outpur.’ o ot? &

For example, if capital stock snd net investment had been growing at
11 percent annually, and if net investment glowed to & growth of § percent
anmmally, tbcnthegrwthofeapitalstockmthethixﬂywwom.dbe
10 percent. »




in adjusting 0 sudden changs -~ is elsborated in tba discussion of
problems in investment, in industry, and in Planning and organization

projects of the highest prfarity - it hag proved necessary to ocpletely
mm:*kthalastﬁucmm’!thsmn«ye&rpmn

race, which has been @tepped wp & o yes:
has cmmedalmstnopmblmafadéusmtm'mmioninthemaﬁmt
econamy of the US, whéreas In the USSR the transitiomal costs of getting
frandnepmductmixto&nother@peartchawbeenhigh.




5. Facing the Problem

The general econaomic picture presented in remaing a valdig
eppraisal of the situation in the Soviet economy today. Hovever, the
response of the leadership to its problems mey bave changed: At the
time T 7 wge written the Soviet *adexs appesred undecided about
which cuow.unents, 1f any, should be reduced. In February of this

syntbetic fibers, and plagtics, in apparent support of consmmpticn.
What other decislons (for exsmple, the trend in defense expenditures)
mayhavebaenmdeve&onotyeﬁm',hntthecumentpmssof‘:e»
Vvising the plans for 1964 and 1965 suggests thet the genersl outline
of these deciefons has been laid down by the lesdershdp.




